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Circuit Court of the United States, 


SOUTHERN DISTRICT OF NEW YORK. 





New York Pxonocrarn Company, 
Complainant, 


ys. In Equity. 
No. 7719. 
NationaL PxonocrarH Company, 
ET AL., 
Defendants. 


DEFENDANT'S REPLY TO COMPLAIN- 
ANT’S BRIEF IN SUPPORT OF 
MOTION TO ATTACH THE NA- 
TIONAL PHONOGRAPH COMPANY, 
ITS OFFICERS, ETC., FOR CON- 
TEMPT. 


Courts will not advise defendants who 
have been enjoined what they may or may 
not do to avoid violating an injunction. 


It is said by complainants (p. 198) that defendants 
should have obtained from the Court permission to 
change their phonograpls before resuming the sale 
thereof within the State of New York; and in sup- 
port of this proposition Bowers vs. Pacific Bridge Co., 
99 F. R., 745, is cited. 

But such is not the law,as is shown by Judge 
ARCHBALD, who, in Thomas & Sons Co. vs. Electric 
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Porcelain Co., 114 F. R., 407, 408, said of Bowers vs, 
Pacitic Bridge Co. : 


“My remembrance is that the use now made of 
itis based, not upon anything directly decided, 
but upon an incidental remark advanced by the 
court by way of argument.” 


After referring to several cases of the kind which 
had arisen in the Third Circuit, Judge ArcuBaLD fur- 
ther said (p. 408) : 


“A serious objection to it is that it practically 
makes the court advise the defendant what he 
can and what he cannot do, and that is exactly 
what defendant's counsel frankly says he desires 
in the present instance. He wants the court to 
tell in advance what the defendant has a right to 
do. The courts are established to decide cases, 
and not to advise parties. That is a matter for 
counsel, which courts cannot assume without 
entirely reversing the established order. They 
can only pass upon such matters as are brought 
before them in a due and regular way, and cannot 
anticipate. 

“So far as uny charge of coutempt which may 
hereafter be made in the present case is concerned, 
I shall have to meet it when it comes up, and in 
the way itcomesup; * * * 

“The motion to vacate aud modify the inter- 
locutory decree is dismissed.” 


Many similar cases might be cited. While there 
may not be an absolute uniformity of decision upon 
this question, the great preponderance of authority is 


. to the effect that courts will not undertake to advise 


parties who have been enjoined what they may or may 
not do. 
Edison Electric Light Co. vs. Westinghouse 
Electric & Mfg. Co., 54 F. R., 504. 
Sprague Electric Railway & Motor Co. vs. 
Steel Motor Co., 105 F. B., 959. 
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, Injunctions restraining the infringement 
of patent rights terminate when the patents 
expire. 


Complainant says (Brief, p. 183): 


“An injunction, moreover, continues in force 
until dissolved by the court. Where an injunction 
has issued in a patent suit ‘the expiration of the 
patent does not without the order of the court dis- 
solve an injunction against its infringement.’ 
(Foster, Fed. Pr., 2nd Ed., $236; Walker, Pat., 3rd 
Ed., § 650) ; application should be made to the 
court for an order dissolving the injunction ( West- 
inghouse v. Curpenter, 43 Fed., 894; A merican Co. 
v. Rutland Co., 2 Fed., 356). Where the ques- 
tion of expiration depends upon the identity of 
the inventions of a home and prior foreign patent, 
application to the court is most clearly essential 
(De Florez v. Reyonlds, 8 Fed., 434, 445).” 


It is impossible to imagine a more misleading state- 
‘ment as to the law upon this subject. Mr. Hicks 
should have cited from the third edition of Foster's 
Federal Procedure, instead of from the second. As to 
Sec. 650 of Walker on Patents, third edition, nothing 
whatever in this connection is to be found, This see- 
tion of Walker merely refers to bills of review. 

By inference, American Co. v. Rutland Co., 2 F. R., 
356, would support complainunt’s contention ; but this 
ease was long since overruled by Westinghouse vy. 
Carpenter, where it was distinctly held that an injunc- 
tion should, in no instance, extend beyond the lifetime 
of the patent. 

Upon this subject there can be no doubt. Judges ne 
Lacowse and Saipmay, in National Folding Box and 

§ Paper Co. v. Robertson, 104 F. R., 552, in referring to 
Gamewell Fire Alarm Tel. Go. v. Municipal Signal 
Co., 61 F. R., 208 (First Cireuit) said: 





< “That court held that,in view of the expira- 
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tion of the patent, the interlocutory injunction 
appealed from terminated, and that there was 
therefore ‘nothing remaining for a judgment of 
this court to act upon. In this condition of the 
cause the court will no further consider whether 
the injunction was or was not properly granted, 
but will dismiss the appeal.’ In this expression 
of opinion we entirely concur. The motion is 
granted.” 


Obviously, under these recent authorities it is no 
longer open to complainant to say that injunctions 
continue in force until dissolved by the court. 


The action not characterized as upon 
contract because the bill may be de- 
murrable. 


Complainants deny that the action is for infringe- 
ment (Complts’. brief, pp. 103 et seq.), chiefly because 
(1) diversity of citizenship is alleged and the matter 
in dispute is said to exceed two thousand dollars, 
and (2) because the complaint might be demurr- 
able if this were an infringement action. It is 
true that there are no specific allegations in the 
bill as to the validity of the patents, or that the 
inventions had not been in public use or on sale 
more than two years prior to applications for pat- 
ents therefor. And it is true that the bill would be 
demurrable because of such omissions. But if sneh 
omissions would constitute demurrable defects in an in- 
fringement case, they certainly could not give jurisdic- 
tion to a State court, or characterize the action as one 
upon contract. In other words defects in bills for 
infringement do not make actions upon contract. 
If a Lil! sets up a patent title, charges infringe- 
ment and prays injunctive relief and damages for the 
invasion of the right, the essential elements to charac- 
terize an infringement action are always present. 

In Victor Talking Machine Co. vs. The Fair, 123 
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¥. R., 424, 426, it was objected that the complaint was 
unconventional in form; but this fact, the court said, 
constituted no reason why the action was not one for 
infringement. The Circuit Court of Appeals for the 
7th Circuit said : 


“Tn the present case it is hardly conceivable 
that the question of jurisdiction would haye been 
broached if the appellants had confined them- 
selves to drafting and filing a straight bill for in- 
fringement But, again, the defense, whether put 
in by the defendant or by the plaintiff for him, 
cannot change the nature of the action.” 


In Continental Store Service Co. vs. Clarke, 100 
N. Y., 365, the complaint was obviously not in the 
conventional form of an infringement bill, nevertheless 
it was held by the court to be such in substance, and 
the State court accordingly held that it could have no 
juri-diction of the case. 

And such was the case of Hat Sweat Mfg. Co. vs. 
Reinoehl, ef a/., 102 N. Y., 167. And the same might 
be said of practically every case of the kind which has 
come before the State courts where such courts have 
held that they were without jurisdiction, from the fact 
that the actions had arisen under the pateut laws. In 
no one of these cases would it be found that there had 
been allegations either of validity or that the inven- 
tions had not been in prior public use or on sale. 

Whatever the form of the complaint, the case will be 
a patent case, if only the action has arisen under the 
laws of the United States ; and it will always be enough 
to constitute the action one for infringement if the re- 
lief sought is an injunction and a recovery of damages 
for the invasion of a patent right. 

Referring to this class of cases, Justice Brown in 
Excelsior Wooden Pipe Co. vs. Pacifie Bridge Co., 185 
U. S., 282, 294, said : 


“The cases in the Circuit Courts and Courts of 
Appeal are too numerous to be analyzed, or even 
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cited. One of the most recent and satisfactory is 
that of the Atherton Machine Co. v. Atwood-Mor- 
rison Co., 102 Fed. Rep., 949, in which it was 
broadly held that a suit in which the relief sought 
is an injunction and a recovery of damages for the 
infringement of a patent is one arising under the 
patent laws of the United States, although it inci- 
dentally involves a determination of the question 
of the ownership of the patent, which was claimed 
by both complainant and defendant under sepa- 
rate assignments from the patentee. All the cases 
cited herein are reviewed and the jurisdiction sus- 
tained.” 


In Excelsior Pipe Case, the plaintiff, a prior licensee, 
brought the action against the grantor and a subse- 
quent licensee, charging them with having invaded the 
prior grant, and while the Circuit Court had dismissed 
the bill on the ground that the action was or should be 
one upon contract, the Supreme Court of the United 
States held that the action was one for infringement 


. and nothing else, and that the plaintiff could have no 


other remedy than for infringement. In that case the 
only defense set up was that the plaintiff had forfeited 
its license ; but this fact the Court said made the case 
none the less an action for infringement. 


Identity between foreign and United 


States patents proved by defendants and 
admitted by complainant. 


Complainant objects that the foreign patents which 
we have presented to limit the terms of the nine 
United States patents may not be identical with the 
United States grants, and that, if so, the United States. 
patents would not be limited (Complt.s’ brief, pp. 182, 


183). But defendants’ proofs have established such 


identity, while complainants have offered nothing to 
the contrary. Upon the record, therefore, identity be- 
tween the foreign and United States patents is proved 
by defendant and admitted by complainant. 
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Tf complainant thought there was no such identity, 
why did it not submit affidavits to that effect ? 

Not only was such identity ,proved in the Davega 
suit, but such was the finding of the Court, namely, 
that the terms of the United States patents here re- 
ferred to were so limited by prior shorter-term foreign 
patents (Dyer's affidavit, p. 45). 

In United States Shoe Machinery Co. vs. Caunt, 134 
F. R., 239, cited by complainant (Complt.’s brief, p. 184), 
the one question was as to the meaning of an express 
covenant by which the defendant had bound himself not 
to contest the validity of a patent under which he had 
been licensed. In the case at bar, however, there 
is no such covenant to be interpreted ; and there 
being no such covenant, it is no less our right 
to urge the expiration of these nive patents 
for such cause than if their statutory terms 
of seventeen years were at an end (Buckingham’s 
brief, pp. 76-78). There are many authorities to this 
proposition. As an example, we have cited Sproull 
vs. Pratt & Whitney, 101 F R., 285 (Buckingham’s 
brief, p. 78), where a licensee was allowed to show the 
expiration of a United States patent arising from the 
expiration of a shorter-term foreign patent, presuma- 
bly because the license contained no such express coy- 
enant as was before Judge Lowet in the United States 
Shoe Machinery case, supra: while there are others to 
the effect that such an expiration may be shown by any 
evidence in pais, and that such an expiration will be 
as available as a defense as if the period of the foreign 
patent were written upon the domestic grant. 


Judge Hazel’s decisions not modified by 
our assignments of error or by the de- 
cision of the Circuit Court of Appeals. 


A substantial part of complainant's brief is ad- 
dressed to the proposition that each and every oue of 
defendants’ assignments of error in the Circuit Court 
of Appeals was overruled as untrue. But, obviously 
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the per curiam opinion of the appellate court had no 
such effect. The opinion dealt with the twenty-seven 
different assignments as a whole, and the decision was 
that, in no event, would defendant be entitled to 
succeed. 

The assignments of error only show that they were 
insufficient to induce a reversal of Judge Hazet’s de- 
cision, and are of uo weight whatsoever to determine 
what the views of the appellate court were on particu- 
lar questions. For the meaning of this judgment, it is 
to the decisions of Judge Hazet, and to them alone, that 
we are to look. In so far as our assignments contro- 
verted his specific findings upon material questions, 
they were obviously overruled by the Cireuit Court of 
Appeals; but, as to such findings, Judge Hazeu’s de- 
cisions are not modified by the assignments. The de- 
cisions speak for themselves. 


The 27th Assignment of Error. 


That assignment cannot be quoted as a declaration 
that the injunction covered all phonographs which had 
been or might thereafter be manufactured by the 
National Phonograph Company. The assignment 
merely refers to an injunction “as prayed for in the 
bill of complaint herein,” and not to an injunction 
which should control all phonographs. That question 
was put at rest at the settlement of the decree by 
Judge Hazev (Buckingham’s brief, pp. 7, 8), who 
held that the injunction should go no further than 
to restrain such invasions as should ba 


“in violation of the provisions of and of the 
rights of the complainant under certain contracts” 
* * * (Buckingham’s brief, p. 8). 


In the phrase “and in so enjoining the defendant,” 
which follows the words “as prayed for in the bill of 
complaint herein,” the word “so” was obviously used 
in the sense of in tha? degree or to that extent. 

By the 27th assignment, defendant merely intended 
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to assign error to the injunction which Judge Hazen 
had ordered. 

Perhaps the draughtsman’s intention would have 
been better expressed had there been added to the 
assignment the words of the injunction order, to wit, 


“ In violation of the provisions,” ete. ; 


but with or without these words, the meaning of the 
assignment was made entirely clear. 

When, on May 2, 1905, the injunction order was 
granted, and in the month of October following, when 
our errors were assigned, there still remained in force 
several of the Edison patents which, as we assumed, 
were broad enough to cover and subordinate all such 
phonographs as were then being manufactured by the 
National Phonograph Company (Dyer’s affidavit, fols. 
40-42); but whatever the situation in October, 1905, 
we did not assume that the injunction could prevent 
the selling of our goods after April 2, 1906, or, at least, 
after the spiral ribs of records and the mica diaphragm 
had been discontinued. 

We believe we may be credited with having con- 
sistently held, throughout all of these proceedings, to 
the contention that complainant's injunction could not 
extend to all phonographs for all time, and that we in- 
tended the 27th assignment to contain no such ex- 
ception. 


The manufacturing contract between the 
Works and the North American Company 
added nothing to complainant's license 
rights. 


It is said by complainants that their license rights 
were given additional force by reason of the manufac- 
turing contract between the Edison Phonograph Works 
and the North American Phonograph Company 
(Complt.’s brief, p. $7); but such is not the case. That 
contract was essentially executory in that it provided, 


10 


first, that the Works should manufacture apparatus for 
the North American Company and that, in turn, the 
North American Company should take and pay for such 
manufactures; but when the North American Com- 
pany vo longer wanted such goods and was no longer 
able to take and pay for them, under what obligation 
was the Works to manufacture for it ? 

This was merely a business arrangement between the 
Works and the North American Company, and, clearly, 
the contract could not have been enforced by the 
Works after the insolvency of the North American 
Company, particularly if the patents had been distrib- 
uted among many purchasers. Such purchasers would 
have been under no obligation even to have continued 
the business. No right was given the Works to manu- 
facture for any one else than the North American Com- 
pany, and, when that company ceased to exist, such 
right with it must also have ceased. 


The National Phonograph Company 
never undertook to perform the conditions 
of the August 1, 1888 contract for the | 

| 


North American Company. 


Complainants repeatedly say in their brief (p. 87) 
that the contract of August 1, 1888, providing for the 
making of improvements for the following fifteen years, j 
has remained in full force against Mr. Edison because 
of the purchase of the North American Company's as- 
sets by the National Phonograph Company. Io other 
words, complainants say, the National Phonograph ' 
Company having performed all obligations on behalf 
of the North American Company, Mr. Edison is bound to 
perform his part of the coutract. ‘This is a preposterous 
contention. It is always open to a receiver of a defunct 
corporation to accept or repudiate its executory con- 
tracts. He may keep and perform such of them as 
would be profitable to the creditors, and may repu- 
diate the others. ‘lhe rule is in no sense reciprocal, 
since his right to keep and perform those that would 








{ 
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be profitable implies no obligation to perform them all 
(Buckingham's brief, pp. 147, 148). And snch fact 
cannot fail to make clear a purchaser's right. For, if 
a receiver may thus separate the contracts of a defunct 
corporation and throw out those that would be of no 
advantage to the creditors, how could it be made in- 
cumbent upon the purchaser of the assets to take upon 
himself obligations that his vendor had refused to 
assume ? 

See, also, Pomeroy on Contracts, Specific Perform- 
ance, Second Edition, Sections 331, 332. 

If the National Company, as purchaser of the North 
American assets, had attempted to assume and enforce 
any one of the contracts which it acquired, it goes 
without saying that such company would have obli- 
gated itself to perform all of its predecessor's coven- 
ants. The National Company, bowever, has never 
undertaken to. carry out the August 1, 1888 contract 
with Edison, but if it had been the wish of the 
National Company to do so, Mr. Edison would have 
been under no obligation to go on performing his part 
of the contract. He bad contracted with the North 
American Company, and he could not have been com- 
pelled to accept the responsibility of a substitute in 
that relationship. New York Bank Note Co. vs. 
Hamilton Bank Note Co., 180 N. Y., 280, 292. 





The charge that Mr. Edison was forced 
by the North American Receiver to make 
restitution ; and that he assigned many 
patents under compulsion. 


It is again und repeatedly asserted by complainant 
that Mr. Edison was compelled by order of court to 
assign patents to the receiver of the North American 
Compauy and to abandon unjust claims. The follow- 
ing is an example of these unwarranted charges (Com- 
plainant’s brief, p. 71): 


“ The conveyance of all patents then granted, to 
which the company was entitled, was enforced ; 
restitution of patents of which the company had 
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wrongfully been deprived was compelled ; abandon- 
ment and waiver of unjust claims for royalties and 
damages, now again claimed on this motion, were 
likewise decreed and compelled.” 


It is quite true that Mr. Edison did assign many pat- 
ents to the Receiver and that he waived claims for 
royalties ; but not under compulsion. This was en- 
tirely a matter of settlement between Mr. Edison, the 
Court and the Receiver, as plainly appears from the 
Circuit Court of Appeals record herein (pp. 812-828). 
Such compromise gave Mr. Edison no assurance that 
he would be the successful bidder at the forthcoming 
sale of the North American assets ; but it did give him 
assurance that his note for $78,518.37 would be paid 
in full if that amount were realized from the stock of 
the Edison Phonograph Company, whoever the pur- 
chaser might be. The plan of compromise (Appeal 
Rec., pp. 812-814) was a plain recognition that Mr. 
Edison’s note was « just claim, and that he was en- 
titled to look to the Edison Phonograph stock as col- 
lateral security for its payment. The note was a re- 
newal of many preceding notes, including 
interest, the first of which had been given 
him in part payment of the $500,000 which 
he was to receive from Lippincott and the North 
American Company for the stock of the Edison 
Phonograph Compauy ; and when his right to sel! the 
collateral was dispute] he most properly refused to 
assign patents; nor did he coysent todo so until his 
equity in the collateral was recognized. Nor did he 
demand of the receiver that he be paid dollar for dol- 
lar upon the note. The compromise merely gave him 
what the stock might bring at public sale up to the 
face value of the note. If the stock had brought but 
$10,000, he would have received no more upon the 
note, except as he participated with other creditors in 
a division of the assets. 

These records—which were offered in evidence by 
complainants—stand in strange contrast with com- 
plainant’s assertions that Mr. Edison was forced to 
make restitution and abandon wrongful claims. 
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Complainants say the life of their license 
wights may be measured by the lifeof any 
patent which the National Phonograph 
Company has bought from others than Mr. 
Edison. 


Complainants say their license extended to any pat- 
ent owned by the North American Company, whether 
it were for an invention of Mr. Edison or of any other 
inventor; and that, since the National Phonograph 
Company, through its purchase of the North American 
assets, has become the latter's successor, as such suc- 
cessor, all of its patents, from whomsoever purchased, 
must be subject to complainant's license rights, (their 
brief, pp. 75, 76). 

Thus, on page 76, they summarize their claim as 
follows : 


" 
“ The duration of complainant's rightsis not to 


be measured only by the Edison improvement 
patents, but also by any other patents under which 
the North American Phonograph Company, its 
successors and assigns might become authorized to 
grant any exclusive license.” 


That the life of the license may be measured by any ° 


patent acquired by the National Company from other 
inventors than Mr. Edison, we pass without comment, 
except as we note that the absurity of any such claim 
is made manifest by Judge Hazet’s decisions. 


Complainant's contention that their 


license rights extend to all phonographs, 
regardless of the patents under which they 
are manufactured, would give them license 
rights in perpetuity. But, this Judge 
Hazel has expressly held, they do not have. 
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A large part of complainant's brief is occupied with 
charges that defendant has sought to reargue questions 
already settled by Judge Hazeu's decisions. This we 
deny. We have gone no further than to show the 
scope and meaning of the injunction; but as much 
cannot be said for complainant. If any one question 
was settled by this Court, it was that complainant's 
license was not in perpetuity, and that it could not 
extend beyond the lifetime of patents which were 
owned by the North American Phonograph Company. 
Yet complainant's brief abounds with arguments to the 
effect that the grant was perpetual, and that the license 
was a meré business arrangement under which com- 
plainant became an agent rather than the owner of an 
estate in the phonograph patents (Complts’. brief, pp. 
25-31). The contracts, however, amply show what it was 
that complainant acquired; but if the contracts were 
insufficient for the purpose, the deficiency would be 
supplied by the bill of complaint. 

If complainant were not rearguing its case, it could 
have no standing in this proceeding. Since the patents 
have expired, it must hang its case upon a claim to 
all phonographs, regardless of patents ; but such a 
claim would be obviously untenable if its license were 
not in perpetuity. 

If the license might subordinate all Edison phono- 
graphs, regardless of patents, it would have the same 
force a hundred years from now as to-diy; and a 
concession of any such scope for it would equally be 
a concession of an unlimited term. But Judge Hazen 
has held that the grant was not in perpetuity ; und 
such, for the purposes of this proceeding, must be taken 
as the law of the case. 


Complainants admit that the contract 
from which their title was derived was 
largely executory in character. But they 
say that all of its executory covenants 
were the specific undertakings of Mr. Edi- 
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son and that as such they are now en- 
forcible against him. 


It is a noteworthy fact that complainants admit that 
their license contract was largely executory (Complts. 
brief, pp. 15, 86, 91, 95, 108, and elsewhere), since as we 
have shown (Buckingham’s brief, pp. 147-149, 151-155), 
the executory covenants of an insolvent corporation can 
never become an obligation upon the purchaser of its 
assets. But complainants seek to escape the con- 
sequences of such an admission by saying that the 
North American Phonograph Company was organized 
by Mr. Edison and by him alone for the exploitation 
of the phonograph, and that, in tact, the North Ameri- 
can Company was his agent (Complts. brief, pp. 30, 58, 
63, 69, 89, 91, 109), and that as to all of its affairs, he 
became and has remained the responsible principal. 
Thus on page 109 complainants say : 


“That equity is such that the plan by which 
Mr. Edison, who created the North American 
Company for the express purpose of selling, 
through it to complainant, the rights in question, 
to be exercised for his benefit, has sought to de- 
prive complainant of its exclusive rights for the 
letting and use in New York of phonographs of 
his manufacture, will not be permitted to sue- 
ceed. The removal of the North American Com- 
pany and the substitution therefor of the National 
Company is a matter about which equity cares 
nothing, and the courts have so held.” 


This, however, and the many similar statements are 
in themselves answers to this preposterous contention. 
The proofs plainly are that Mr. Edison sold his phono- 
gtaph inventions to Lippincott and the North American 
Phonograph Company for $500,000, and that he, 
Edison, had nothing whatsoever to do with the organ- 
ization or business management of the North American 
Company, except as he was deeply interested to im- 
prove the phonograph and to put it upon a manu- 
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facturing basis (Buckingham’s brief, pp. 181-187). Nor 
did Edison participate in the management of the North 
American Company until 1892, when, as our proofs 
show, that company and its numerous licensees had 
either become insolvent or clearly incapable of con- 
tinuing the business. 

There is no evidence whatsoever in this record to 
show that, as between Mr. Edison and the North 
American Company, there existed any other relation- 
ship than that of vendor and vendee ; nor was there. 
The promises made by the North American Company 
to this complainant were in no sense the promises of 
Mr. Edison. Nor was the title which he obtained at 
the receiver's sale in the North American assets 
diminished or in any manner affected by any such 
relationship as had existed between himself and the 
North American Company. 

And, here, again, we may ask why, if it had been 
the wish of Mr. Edison to destroy the North American 
Company, he accepted bonds for that company’s large 
indebtedness to him, in 1892, when, for his own con- 
venience, he might well have demanded immediate 
payment. 


Complainant’s contention that the goods 
of the National Company are not in fact 
sold at Orange, New Jersey. 


It is true that the older jobbers’ agreements which 
were offered in evidence by complainant (Appeal Rec., 
p. 1023) contemplated a delivery of phonographs 
“F. 0. B. city in which jobber is locatad;” but this 
was the agreement of 1900, corrected to January 2, 
1902, and was obviously not in force at the time of 
Mr. Gilmore’s testimony (Complt.’s brief, p. 141), who, 
on May 8, 1903, said that the goods of the National 
Phonograph Company 


“were not sold in New York City, but were all 
F. O. B. cars, Orange, New Jersey—either F. O. B. 
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carsor F. O. B. express wagon, whichever the 
ease might be. The sale was made as of Orange, 
New Jersey.” 


The preseut form of jobber’s agreement was adopted 
July 1, 1905 (Gilmore's affidavit, fol. 395), in which it 
was provided that 


“ All shipments are made F. O. B. Orange, N. 
J., at purchaser's risk.” 


Thus, while the jobber’s agreement which was offered 
in evidence by complainants did contain a provision to 
the effect that goods should be delivered to purchasers 
F. O. B. city where the jobber lived, such plan of de- 
livery was discontinued, certainly prior to July, 1905. 

We do not question the right of complainant to 
argue that, in law, our sales are not made at Orange, 
New Jersey ; but we do question their right to repre- 
sent that our deliveries of goods to purchasing job- 
bers are not made F. O. B. at that place. 


The Edison patents which are still in 
force and our offer to discontinue their 
use if necessary. 


Of the 106 Edison patents relating to the phono- 
graph, all have either expired, or are not used, ex- 
cepting the following: 

1. A group of process patents relating to the vacu- 
ous depositing of gold upon master phonograph rec- 
ords, and 

2. The three recent-date patents relating to the two 
trivial mechanical improvements now used on some, 
but not all of the phonographs manufactured by the 
National Phonograph Company. 

We do vot see why we should not be allowed to con- 
tinne the use of these inventions. The processes are 
practiced only at Orange, New Jersey, in the making 
ofa tool which is only there used in the process of 
molding phonograph records; while as to the three 
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patents for mechanical improvements, the inventions 
were made by Mr. Edison after the sale of the North 
American assets and the virtual dissolution of that 
company. But, as we have already offered to do, we 
stand ready, if necessary, to eliminate from our manu- 
factures and manufacturing processes all such improve- 
ments, and we ask that we be permitted to do so if, in 
the view of the court, such uses may not lawfully be 
continued. 

We object to complainant’s representations respect- 
ing alleged concessions on our part that, since the in- 
jauction, we have employed the invention of Mr. Edi- 
son’s patent No. 713,209, of November 11, 1902; and 
we also object to their similar representations respect- 
ing the Edison patent No. 667,662, of February 5, 
1901 (Complts. brief, pp. 186-188). These pat- 
ents are also for features of record molding 
processes. The process of patent No. 713,209, how- 
ever, we have never used. As we have already 
shown (Buckingham’s brief, pp. 62, 63), not only has 
this patent twice been held invalid, but, in any view of 
the case, as Judge Prarr said (135 F. R., 812), its 
claims must be limited to a so-called expanding pro- 
cess, which has never been used by the National Pho- 
nograph Company. And substantially such is the 
situation with reference to patent No. 667,662 (Bnck- 
ingham’s brief, p. 62; Dyer’s aftidavit, p.52). Accord- 
ing to Judge Puarr the claims of this pateut were so 
limited by the prior art as not to be infringed by pro- 
cesses now practiced by the National Company. 

Unquestionably, it is our privilege to show in what 
degree these patents are limited, and that, when so 
limited, they cannot be interpreted to cover inven- 
tions which we are using. Moreover, if these patents 


_ were limited to the extent stated by Judge Parr the 


improvements therein claimed were not made until 
after the sale of the North American assets, and can- 
not, as we believe, be subject to complainant's license. 
But iv any view of the case, it is our privilege to urge 
these limitations just as such limitations might be 
urged by any grantor of a patent license. The rule of 
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entions | law unquestionably now is that the assignor of a pat- 
e North eut, no less than any stranger, may show in what degree 
of that S| s a patent is limited, and that, because of its limitations, : 
do, we he has not infringed it. 

manu- In reviewing many cases of this class, in Bradford 
nprove- ads Belting Co. vs. Kisinger-Ison Co., 113 F. R., $11, 815, 
so if, in the Circuit Court of Appeals for the Sixth Circuit 
fully be said : 
‘espect- “Smith y. Ridgely was a case in which the suit ! 
the in- was brought by the licensee of the patent against i 
tr. Edi- his licensor for infringement, and the question 

> and arose in regard to the extent of the estoppel rest- 
espect- ing upon the defendant. In regard to this we ‘ 
aary 5, held (referring to the Noonan Case) that he was 
e pat- ‘precluded from denying the validity thereof [the 
nolding patent] to the same extent, and to the same ex- 
), how- tent only, that a third person would be, subject 
already to the limitation, however, that he could not , 
nly has H allege the total invalidity of the patent; the re- f 
view of | sult being that he is still left at liberty to show | 
312), its that, assuming his patent to be valid, it is never- f 
ng “pro- | theless subject to the limitation of the prior } 
al Pho- art.’ t 
is the | 
(Bick- e i 
Accord- Complainant's chief contention is that | 
were:s0 defendants should be punished for con- 
by pro- tempt, regardless of the scope or meaning 
of the injunction. 

in what 
‘hen so » Complainants’say that the injunction has not been 

inven- respected for the simple reason that defendants have 
patents not ceased to do business; ail they now ask that we 
arr the be punished in order that it may not appear that the 
© until granting of an injunction is merely an idle ceremony. 
ad can- Our answer is that we were enjoined from selling 
license, =| 2 phonographs in violation of complainant's license 

to urge rights, and that to the best of our ability we have 
ight be ascertained what those rights were and have avoided 

rule of © , ; invading them. We have taken Judge Hazet’s de- 
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cisions as our guide and have tried to follow his find- 
ings ; but complainants say this was not enough. We 
should have stopped our business. Prior to April 2, 
1906, or certainly prior to May 6, 1905, our business 
would have been scopped by the injunction. But as 
we understand the Edison patents and Judge Hazet’s 
decisions, it could, thereafter, have had no such force. 
Judge Hazet said that complainant's license extended 
only to patents; that there were but two classes of 
such patents—original and improvement patents; and 
that of the latter class there were improvements which 
had been made in the years 1888, 1889, 1890, 1891, 
1892, 1893. And Judge Hazet having so found with 
several later-date patents before bim, it was our 


* privilege to believe that he intended to imply that, to 


them, complainaut’s license could not extend. 


Complainant’s representation that per- 
mission to bring this motion at an earlier 
date was refused by the Court. 


In complainant’s brief (pp. 195, 196) it is said : 


“The unfortunate controversy existing between 
the solicitor of record and complainant resulted 
in two motions, brought by complainant in July 
and December, 1906, to secure the substitution of 
a new solicitor of record in place of Mr. Camp, in 
order that complainant might proceed with the 
litigation and bring this motion to punish 
for contempt. Judge Lacomwsr, however, held 
that no substitution could be lad until the solie- 
itor of record had been compensated for his 
services, and refused to permit complainant to 
bring this motion to punish for contempt through 
-other attorneys pending the settlement with Mr. 
Camp. These matters are fully set forth in the 
moving papers (affidavit, Hicks, p. 4; Petition, 
pars. 16 and 17). Inasmuch as defendants’ counsel 
have raised the question, additional affidavits of 
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| 

w his find- | Messrs. Andem and Tompkins are presented to the 
vugh. We a! | om court explaining complainant's inability to bring 
to April 2, the motion at an earlier date and complainant's un- 
r business successful application for leave of court so to do.” 
a But as | (Italics ours.) 
ze Hazeu’s rie 
such force. | Judge Lacompe’s decisions (148 F. R., 397 and 150 
> extended F. R., 233), show only that an attempt was made to 
classes of substitute other solicitors for Mr. Camp and that such 
tents ; and a substitution would not be allowed until Mr. Camp 
ents which lad been duly remunerated. The court records in 
1890, 1891, these proceedings disclose nothing to the effect that 
found with Judge Lacombe “refused to permit complainant to 

was our bring this motion ” through counsel who were already 


‘ly that, to in the case; nor does the record disclose any sub- 
\. stantial reason why such proceedings might not have 
been brought immediately upon the issuing of the in- 

junction. On the contrary, these records do show 

hat per- | (Camp's aflidavit, August 22, 1906, p. 24, re substitu- 
tion proceedings) that action, to that end, might have 


1. earlier 
been taken through Messrs, Tomlinson and Hicks. In 
his affidavit of August 22, 1906, Camp said : 
aa “ T farther allege that at all times since the 10th 
ig between day of December, 1903, until the present time, I ; 
t resulted have at all times been, and now am, willing to per- 
atin July form such services as were proper in this litiga- 
titution of tion under my said contract of retainer, and have 
. Camp, in ; performed the same except so far as prevented by 
| with the the action of the petitioner.” 
© punish : 
sver, held It is quite true that Judge Lacose refused to grant 
the solio- a substitution, even for the purposes of contempt pro- 
d for his ceedings, but the Court did not forbid the bringing of 
lainant to such proceedings through Messrs. Hicks and Tomlin- 
ipt through son, nor do complainants now contend that they were 
with Mr, under any such injunction. If such had been the case, 
irth in the “ - they might easily have said in their affidavits herein, 


; Petition, that, under no circumstances, would they be allowed 
its’ counsel to institute contempt proceedings. 


fidavits of sah i 
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The fact remains (Buckingham's brief, pp. 199-201), 
that judgment in the Davega suit was ordered June 
25, 1907; that a settlement with Mr. Camp was 
reached four days later, to wit, on June 29, 1907 ; that 
the prosecution of this suit and all proceedings herein 
had, since 1903, been wholly in the hands of Messrs. 
Hicks and Tomlinson ; and that complainant has, at 
all times since the granting of the injunction, been ab- 
solutely free to institute attachment proceedings. 

Complainant’s delay in bringing these proceedings 
is not reasonably explained by the so-called “ unfortu- 
nate controversy ” but is, as we believe, explained by 
the fact that it hoped to obtain from the State Courts 
what had obviously been denied it by this court. But 
Judge Haze's decisions, we submit, are to stand by 
themselves, and are not to be affected by Judge 
Keocu’s findings, 


The inference is plain that, until a favorable deci- : 


sion had been obtained from Judge Krocu, complain- 
ants thought their rights of too little value to warrant 
either their further prosecution or a nominal settle- 
ment with Mr. Camp. 


In the foregoing reply, we have sought to typify 
rather than exhaust that wealth of subject-matter with 
which complainant's brief so palpably abounds, to 
which criticism would be obviously appropriate. There 
is much else that might well be commented upon, and 
tae temptation to do so is great, but we believe the 
brief, as a whole, bas been daly characterized by those 
examples of inaccurate statements, both of law and of 
fact, to which we have already referred. 

Wittran J. WALLACE. 
Cuartes L. Buckincuam. 
Dated New York, December 12, 1907. 
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